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The Corte Suprema of Argentina upheld banking restrictions that converted bank accounts from
dollars to pesos, reversing rulings by lower courts and outraging account holders. Violent protests
broke out both inside and outside the court where the decision was handed down, and account
holders said they would take their case to international tribunals.
Bankers said they would not "hunt" account holders who had received payments resulting from
previous decisions to reject the banking restrictions (corralito), but would look at larger account
holders who received earlier payouts. The decision fortifies President Nestor Kirchner's economic
plans, allowing him to continue the restructuring of government debts to various sectors, nationally
and internationally.

Violent protests break out over decision
The "pesification" was part of a banking-restrictions package former President Fernando de la
Rua (1999-2001) put together in the wake of Argentina's 2001 economic meltdown (see NotiSur,
2001-12-14, 2002-01-11, 2002-04-26). After a hold on accounts prevented a run on banks, the decision
to float the peso unpegged the currency from the US dollar. Pesification of accounts severely
reduced the value of many of Argentine's holdings, in some cases people's life savings. About 11,000
account holders were affected by the Corte Suprema decision, decreasing the value of their accounts
in public and private banks. The decision puts an end to thousands of lawsuits that account holders
had filed against banks to recoup the full worth of their accounts.
The court voted five to one for pesification, with court president Enrique Petracchi abstaining
because his accounts were caught up in the banking freeze. Currently, the Argentine peso
exchanges at approximately three pesos to US$1.00. Under the previous scheme, called
"convertibility" or the currency-board system, the peso was pegged at a one-to-one rate with the
dollar for almost 11 years.
Hundreds of account holders clashed with police outside the court building, while a group managed
to get into the court building's fourth floor just outside the offices of the justices. Rioters lit fires,
threw trashcans, and broke windows, and the press reported at least eight injuries. Two women, one
a journalist and one an account holder, were seen bloodied. Police sources said they had been cut by
broken glass, but account holders said they had been victims of police brutality.
Justice Juan Carlos Maqueda called the disturbance an act of "criminal violence" and "savagery" on
the part of "a sector of the citizenry disagreeing with the recent finding." A group of account holders
later attacked the judge's house, pelting it with eggs and yelling insults.
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"We're not going to let this just stand. We will continue fighting, and take this to the Inter-American
Court of Human Rights (IACHR)," said Carlos Baez Silva, with the Asociacion de Ahorristas de
la Republica Argentina (AARA). Court backs ex-President Duhalde's 2.13 return rate Although
lower courts had ruled that pesification was a violation of the right to private property and
unconstitutional, the Corte Suprema voted in the end to support the freeze on bank accounts and
put an end to the lawsuits.
In 2003, the court voted against pesification, but it has since been restaffed with Kirchner appointees.
Three resigned when faced with imminent impeachment and a fourth was removed (see NotiSur,
2003-10-31). Referring to the freeze, which was an emergency decision taken in the face of financial
crisis, the court's Oct. 26 verdict stated, "Private property is a secondary consideration when the
common good is at stake." The justices said the savers' demand to be paid back in dollars was "an
enormous fallacy" because "in Argentina, no one earns in dollars."
In addition, they said that the account holders had deposited their money in dollars to ensure the
stability of their savings and that it had not been demonstrated that the return of the money in pesos
at a rate of 2.13 to the dollar "will not compensate the buying power of their deposits."
President Duhalde decided that deposits in dollars should be returned in pesos, at a rate of 2.13 to
the dollar. He also decreed that those who were indebted in dollars could pay loans back at the old
convertibility rate, under which the peso was equivalent to the dollar. The October ruling stated that
"no one emerged unscathed" from the late-2001 crisis, and thus there can be no "privileged class"
that benefits from the immediate return of their deposits in dollars.
In accordance with the verdict, an account holder who in December 2001 had a fixed-term deposit
of US$100,000, worth 100,000 pesos at the time, will now receive 210,000 pesos. But the depositors
argue that if their savings had been returned to them in dollars, they would now be worth 298,000
pesos, based on the current exchange rate. Bankers praised the decision. "The court's ruling should
discourage further lawsuits from depositors against the local banks, improving the outlook of the
country's banking system," investment bank Credit Suisse First Boston said in a research note.
President of the Asociacion de Bancos Publicos y Privados de la Republica Argentina (ABAPPRA)
Carlos Heller said the decision would not lead banks to hunt savers who recovered their deposits
through prior legal findings. "There will not be a wave of trials against depositors," he said. "This
will be resolved with great tranquility." Head of Banco Nacion Felisa Miceli said the situation would
be analyzed "case by case." Banco Central figures state that 8.7 billion pesos have been disbursed
(about US$2.9 billion) to depositors affected by pesification.
Kirchner's Cabinet chief Alberto Fernandez said the court's finding "begins to clear up the
uncertainty about the economy that had resulted from the lack of a definition of pesification
and whether it would have jurisdictional recognition." He said the decision "will have favorable
repercussions for investments and the negotiation of the foreign debt."

Kirchner asks Congress to extend economic emergency law
©2011 The University of New Mexico,
Latin American & Iberian Institute
All rights reserved.

Page 2 of 3

LADB Article Id: 52229
ISSN: 1089-1560

Kirchner asked the Congress to extend until the end of 2005 the economic-emergency law that
bestows special powers on the executive branch at about the same time as the Corte Suprema
handed down the pro-pesification ruling. Kirchner signed the law, which continues payment of
double indemnification for people fired without cause until the jobless rate descends below 10%.
The latest official figures from last June put the Argentine jobless rate at 14.8%. The economic
emergency law was passed in 2002 during the Partido Justicialista-peronista (PJ) government of
Duhalde. It established rates for public services in pesos, which until then had been set in dollars,
among other reforms. The Congress delegated various powers to the executive, like the power to
renegotiate privatization contracts for services.
Not all of Kirchner's Cabinet thinks the economic-emergency measures should continue, said some
media sources. Some thought that the 2005 budget does not reflect a continuing crisis. In recent
months the government has seen monthly revenue increases in the range of 30%-40% over the
previous year, in part to an economic growth rate of 8%.

-- End --
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